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The current proposal to grant probational indefinite status to employees
appointed from a register has important retirement implications. Employees
affected quite naturally will esk: Do I stay under soclal security or do I
go under civil service retirement -~ and where am I better off?

Under present regulations, the emergency-indefinite employee - whether
or not appointed from a register - is subject to soclal security., He pays a
tax of 1 1/2% on his wages up to $3,600 per year, This tax rate is scheduled
to increase to 2% in 1954, to 2 1/2% in 1960, to 3% in 1965, and finally to
3 }/4% in 1970, His government employment is ocombined with any prior or sub-
sequent employment under social security to determine eligibility for and
amount of old-age and survivor benefits.

An employee subject to civil service retirement contributes 6f of his
entire galary. 7Thls rate is 4 times the present social security tax rate,
but 1s less than twice the ultimate rate, Morsover, it applies to all
salary instead of only the first §3,600. There is no question but that the
employee contributes more under civil service retirement., Now let's see if
he gets his noney's worth,

In the first place, the civil service contribution is an individual,
guaranteed, savings fund. The employee or his survivors will receive, in
the form of ammuitles, lump-sum payment, or a combination of these, gi
as much as he has contributed, plus compound interest. Nobody loses; the
worst you can do is btreak even,

: On the comirary, the social security tax is just that - a tax. You
never get it back. You may - or may mot - get back benefits equal to it.
Persons who shift to employment not covered by social security can lose every
penny of taxes paid. Youmg wvomen who, prior to werriage, work less than 10
years under social security aoquire no old-sge bemefit rights wnless they
have subsequent covered employment.

Of course, this obvious advantage of a guaranteed return under civil
service retirement isn't the vwhole story by any means. In the area of pro-
viding income when disability, death, or old-age terminates earnming capacity,
oivil service retirement offers wore to the long-service, career employee;
soclal security 1s better for the older, short-service employee. :

This sltuation results from a baslc difference between the two systenus.
Under oivil service, annuity benefits ere directly proportional to length of
service. The 30-year employee receives twice the ammuity of the 15=-ysar,
employee with an identical 5-year average salary, and the same is true for
axnuities to their widows, Under soclal security, however, lemgth of employ-
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vwage because of non-covered periods, For example, it is possible to qualify
for soclal security benefits with as little as & quarters of coverage. The
benefits are precisely as much as those %tc a person with the same average
wage who pald taxes for 45 years.

For older employees who can qualify for old-age benefits in a relatively
short time, soclal security is gemerally a better bargain., For a $3,600 em-
ployee retiring at age 65, the monthly benefit is « 7There is an additional
bensfit of $40 to the wife when she reaches age 65. Under civil service, the
monthly amnulty besed on 5 years of service is $25; on 10 years, $51; and on
15 years, §76. However, the annuity begins at age 62 instead of 65. It is
greater, of course, for higher salaries; on a $6,000 salary, the monthly
spounts for 5, 10, and 15 years of service are $38, $75, and §113.

For the short-service, younger employee, the advantages of social security
in respect to old-age benefits are much less than for older employees. Civil
service retirement coverage of 5 years or more accords title to an ampuity
at age 62 {unless the employee elects a refund) 3 the amount of this annuity
is not reduced because of subsequent periods of non~-civil service coverage,

He oan gain more thanm he loses by not baving been under social gecurity during
his Federal service.

As sn example, a 35 ysar old employee, with salary of §3,600, came under
clvil service retirement on January 1, 1951, After 15 Yyears, he rosigms and
then works under socdal security until age 65, Begimming at age 62, his
civil service annulty is §76 per menth. 4t age 65, he is eligible for a
social security benefit of $57.50. (His average wage for social security pur-
poses, is §1,800 because he was covered only one-balf the time from Januery 1,
1951). Had he beem covered by social security the entire 30 years, the benefit
would be $80, He loses $22.50 on social security, and gains from civil
service. ‘

The advantages of civil service become apparent when lomger service is
considered. The 30-year employee whose salary averages $3,600 for any 5
congsecutive years {mot for a full working lifetime) receives a monthly annuity
of §153; for service of 40 yeara, $203. On o $6,000 salary, the monthly amounts
are §225 and $300 for 30 and 40 years, respectively. Moreover - and this is
an important difference - these amnuities can conmence at age 60, or, with a
reduction of 158, at age 55. Social security offers s maximm of $30, be-
ginning at age 65, oraﬁzc to a couple when the wife reaches that age.

Turning now from old-age to disability retirement, we find no comparison.
Givil service provides ammuities on disability after 5 years of civilian serw
vice; social security has mo disability provision. While it is quite true
that the civil service amnuity based on short service ig far from mumnificent,
it 1s much better than nothing. Furthermore, the great majority of dig-
abilities ocour at or beyond middle age, at a time when the carecer employee
hag sufficient service to provide a substantial annulty. :
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Over 25% of present clvil service anmiitants were retired because of
disability, practically all at ages velow 65. Under social security, an
employee who loses his earning capacity because of disability can recelive
no benefits prior to age 65. He may then receive the old-nge benefit, dew
cressed because of the lower averags wage resulting from his enforced period
of unemployment; or he may receive nothing because the perioed of his dip~
ability prevented his meating the coverage requirements for title to any
benofits. Disability protection is an important, clear-cut advantage of
elvil service retirement over soclal security.

¥Yalve now looked at what the erployee can expect for himself from the
two systems, But there remains for consideration the gnestion ~ What happens
aftar death? A preclse answer is impossible, because & mmber of unpre=-
dietavle conditions determins the ¢ype and anmount of tenefits under both
eivil service retirement and soclal security.

For the single psrason, the advantages of civil gervice are predominant.
Upon death before retiremant, all contributlions plus interest are peyeble in
s lump~sum. Upon death after retirement, any balance of contributions end
interest in excess of anmlitles peceived is paysble in the same manner.

Or the single employee who reilres in good health may elect a reduced an-
miity, thue providing an anmity of one-half the rednced amount payable
after hig dsath to a person having an insurable intsrest in the employoea.

Under soclal security, the only lumpesum payment upon the death of an
insured single person is a maximam reimbursement of $240 for burlal expenses.
Thig is true regardless of the minber of years taxes have been paid. Under
cartain conditions, monthly benefits may be payable 10 aged dependent parentas,
but as & generzl rule the single person who dies before qualifying for old~
age benefits will have pald mors in taxes than will be psid back in all {ypes
of benefits. HNo such loss is possible under elvil service rstirement, and
single FPederal employess are more than & nagligible percentage.

However, married workers are in the majority, and it is in the area of
family protection that soclal securlty has advantages under certain condl-
tions. Only 6 guarters of coverage for & $3,600 narrled man may qualify
bis widow and 2 children for initial maximem monthly venefits of $150, in
addition to a lump-sum death payment of $240. The banefits are no larger
for longsr periods of coverage. When the older child reaches age i8,
monthly benefiis decrease o $120, and dlsappesr completely when the younger
ohild reaches that age if, as is likely, the widow ig then under age é5.
However, she may bs eligible for a monthly widow's benefit of as mach as
$60 beginning at age 65, if she has not remarried.

Under civil service ratirement, no survivor ammities are payable on
the basis of less than 5 years of civilian service. Because of the relation
to length of service and lower childrens' anmlities, aivil service famlily
benefits 4o not compare favorably in amount with those under social security
for a widow and minor children, except at long periods of service. However,
alvil service has certain advantages. The anmity %o the widow does not

- -

Approved For Release 2002/01/31 : CIA-RDP57-00384R000500140019-4




Approved F5r Release 2002/01/31 : CIA-RDP57-00884R000500140019-4

stop when the youngest child reaches age 18, ss it does under soclal scecurlty,
mt sontimies until her remsrriage or death. OCivil service anmuities to
children contime beyond age 18, unlike social security, if the child is
incepaule of self-support because of mental or physical disability.

if & married man dles leaving no minor children, the piciure is consider-
ably different. Under social security, the maximum monthly bemefit to the
widow ig $60, and it does not commence until age 65. Under clvil servica,
the widow!s anmity begins at age 50, and thus may be payable for 15 years
longer than the social security bemefit. Service of 23 1/2 years by a
$3,600 employee, or 16 years by a $6,000 employee, will produce a civil ser-
vice widow?s snmity rate equal to that of social security. Longer service,
af course, provides z larger amount. ‘

Phe mmber of widows who have qualified for civil service ammulties
under the age 50 provision is well over twice the mumber who qualified ba-
canss the deceased employse also left minor children. This is qulte
natural; death before middle age is the exception rather than the rule.
¥tms while social securiiy provides more for the young widow during the
wdinority of her children, civil aservice retirement has advantages in the
ares where the majority of employee deathe occur.

Under both systems, the widow's beneflt ceases on remarriage, or, if
there ars no children, is never paid if she remarried before reaching the
age of 65 under social security or 50 under civil service. Under social
gsecurity, the widow would recelve only a lump-sum death peyment which
cannot exceed $240, far less than taxes her former husband wonuld have pald
after years of coverage. Under civil service, the entire amount of salary
dsductions plus interest would be pald.

Up to now, we have talked about death before retirement. But the cdds
are nearly 2 to 1 thai a man age 25 will live to sge 65, so what happens
upon hiz certain death after that age is an importent part of the survivor
benafit story. The social security widow's benefits ars as previously de-
scribed: a lump-sum death payment not exceeding $240, plus a monthly bene-
f£1t, not exceeding $60, and commencing no eariier than age 65 if there sre
no minor children.

Under civil service, a retiring married man must make a positive
election to provide en anmity for his surviving widow. Under this election,
he tekes o smell reduction in his own ammity - between 5% and 109 {de~
pending on its amonnt) if his wife has reached age 60, =znd slightly more
if ghe is below that age. Her widow'e anmity will be one~half of her
risbandts full rate bafore any reduction, and 1t can cormence at age 50
instend of age 65. The same type of election is avallable to married
women, whersas, under social security, wldower's benefits are paysble only
in casss of dependenay.

Phe nyerpge anmity to widows of retired civil service employees who
exsrelsed this election is nearly $10 per wmonth greater than the mgximum
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widow's benefit under social seenrity. It is unfortunately true that soune
eivil service widows recelve no benefits because the election was not made.
But it is beyond question that the married man, after a career in Government
gervice, can provide far better protection for his wife under civil service
retirement than is availabls under soclal security.

¥We have sxamined at some length the relative benefiis provided by aivil
sarvice retirement and socisl security under various cirennstances. 1Is it
possible to summarize these comparisons and draw any general conclusions?

Tho basie concepts of the two systems are different, and here we find
eur answer. Under civil service retirement, the Government cays to the eme
ployse: You mst contribute 6§ of your salary to help meet the cost of your
anmity. TYou and your survivors may look forwerd to benefits related to
the valus of your services to the Government, as measured by your salary
and the length of your service. In any event, the return of your contribu-
$ions with interest is smaranteed, and if you or your survivors quallfy for
anmity benefits, you may normally expect a considerably greater return.

Social security is an insurance system -~ %the Federal Old-Age and
Survivors Insurance System.® It is supported by a scale of ineressing texes
on coversd employees and thelr employers, without any goarantes that bene-
fits paid %0 an individual or his survivors will equal taxes pald by him.
Maximm beneflts are possidle after short periods of qualifylng coverage.
Pamily neads weigh heavily in the beneflt strueture, as 12 proper in a
natlonal social insurance program.

With these baslc differences in mind, we can draw the following con=
eluglionse:

1., Social security provides larger benefits where the qualifying
period of coverage is shori -~ old-age benefits for those now
approaching retirement age, and survivor bensfite for tha
widow and children of the employee who dles young. In the
1atter ares particularly, because of the lnsurance principle,
soclal security has a decided advantage over civil service
retlirsment.

2., Y¥or the smployss who mokes a caresr of Governmment service, civil
service retirement offers better benefits in practically all
arsas. It provides dissbility protection, and optional retire~
ment before age 65. Anmities to widows are on more favorable
terms - the uninterrupted payment to the widow when her youngest
ehild reaches age 18, and the commencement of the anmity ab
age 50 rather than age 65 for the widow without children. The
gaayanteed return of contributions is of particular importance
to single employees. The younger employes, who can look forward
t¢ many yesers of contritution under elther systenm, will recelive
ammity benefits which are decidedly larger under civil service
retirement.
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